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For Some at Expense
Of Farmers, Consumers

By SGOTT KILMAX :
, Staff Reporter of Tue WALL BTaEET JOURNAL
' CHICAGO—The hog market has col-
: lapsed, delivering another blow to a U.S:
§am economy already reeling from low
3

i market prica of pork chops, but swine
i prices at the farm are at their lowest level
.1n 27 years, The reason is a glut of hogs.

-@rs are shipping a. record 2.2 million
-houses

‘predicting as many &s one-fifth of the na-
tion's 122,000 'hog- farmers will quit the
business by riext summer. Mostly small op-
‘ erators are folding, leaving more and more
1of thé sector to big factmy-styla farms.

Price Plunge Fattens Profit '

prices
" Itisn’t yet showing up in the super-.

+ Herds have grown 8o enormous that farm- -
swine weekly, stretching slaughter-

u!dollmaweek. Someemnomistsm

Hog Market"Collapses on Ghit of Ammals

‘peradsofferln

0g8
We&eaday was 16,6 cents 1 pound, down
63% from the similar 1997 date,
In' Keosauqua, Tows, James Meyer
spent his life 58Vings four years ago to
.erect four modern hog buildings. The 46-
year-old farmer" g partnemhip lust nearly

$600,000 this year on the venture. He In

- ¢losing down and laying off his seven em-

ployees, He has sold his breeding herd of |
1,400 sows, but doesn't have the money to

_pay construction loans totaling hundreds

of thousands of dollars. “It was my dream

to start a new farm,"” Mr, Meyer gays,

“Now I'm losing my-livelihood and worry-
ing about losing my house.”

On the opposite slde of the stats in St

Ansgar, Mike Borcherding, 45, expects to
lose $44 on each of the 40 hogs he is slated .
to deliverto a- meatpacker today, He is- .
putting off buying a grain wagon and is
slashing costs; He shot a sow that needed a.,
toutine $50 medical procedure. - I

“T hated to do that but she just wasn’t
worth it at these prices,” Mr. Borcherding
says. “I'm just hoping someone else will 1
dult before Lhave to.” -

Some farmers are taking out newxpa- i

pigs, Some Iowa

buying hogs and giv

ing farmers.

-The National Pork Producers Council,
which represents hog farmers, is tak&ng
the unusual step of asking Washington for
tlisaster assistance, which could include
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hundreds of nul!ions of do

Hog-Market Collapse
Delivers Another Blow
To Farm Economy

e 42
dollars in emer-
gency loans, -

The big winners of the price plunge so
far are meat packers, supermarkets and
restaurants, many of whom have been
slow to pass along their lower meat costs to
consumers, Chris Hurt, an agricultural
economist at Purdve University in West
Lafayette, Ind., caleulates meat proces-

- sorg and ratailers are reaping roughly $4

billion more ﬁompomthzs year than they
did in 1897—at'the expense of farmers and
consumers, .

Some supermarket chains, particularly
those in the Farm Belt, ire heginmng to
lower mieat prices. Hy-Vee In¢,, a Chari-
ton, Towa, operator of 179 stores, has cut

prices of everything from chopsmhnneless,

lomt by-about 30% slnce the summer, .

- But many retailers are enjoylng record
marging oh. pork, according to monthly
meys by the U. S.Departmntongﬁcul

, the most recent depart-

ment data available, the welghted average
 retall price of 8 composite of pork cuts was
$2.302 a pound, just pennies under the
record, That means only 18% of the con-
sum&rdonarspentmporkis gomgmme
pockets of famxers & record-low

mamn Costs h

Ped IBP
Inc = xﬂm D in. Neb. ‘mieat: .’packer .
akota o .

r-Smithfleld: mas.
vam on Monﬂay e
secnnd

Qi .4ﬂgnded ,9vL1,meiWB!%4ﬁE@F;

dﬁublalfwmfi

mﬂ: smi

t, based on & ﬂm tor-
-hundreds of farmers
. roughly twicé What other farmiers ate ee%~
ting. The Austin, Minn., nieat company re
"ported Wednesday that pmﬁt for the' faurth
quaiter ended Oct. 31 rose anly 1.1%, which
was below Wall Street expectations.
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" Gary J. Ray, Hormei's .executive vice \

. President, sald the company expects to

" eventually recoup its. additiona] expenses -

over the five- to 10-ten-year lifa of the eon:
, -iracts. Butthat willonly happen if the mar-

ket price of hogs rises substantially above

its formula price—and few sconomists see,
that hﬁ,ppaning anytime soon,
snt for farmers, even these conttacts
“are a doubl sword. While they are
gettinga protitable price, they are also a¢-
cumulatiie a.type of debt that {s rapidly
swelling.’ As part of these so-called ledger
contracts, Hormel keeps track of the

above»market Drice it 18 paying each pro-

, Which It calls a negative balanca, .
Sm farm state officlals are growing
coneemed about-how Hormel might fry to
~Tecover that ) mnnay fromm ‘producers 1f the
hog market “doesn't reciver. quickly
“enough. Small town bankers near Hormel
. blants hre worried that mahy of their farm

msto will: fowe” th b |
L ove ;,;.: oLy
y;naindép regsed throu

- “Lots of farmers.di&n’t(;re eseenn
tractsclaseleenwm ‘,n 5
Bankinﬂs ) colild. face ..
hingjeds mmmmu-

ﬂm@gmmﬂm :

* quickly” ihrinking &?eirmms gx’it ‘ﬁ?ig
" downturn is aﬁd more' stubborn

‘ ,ﬂl,m%.lml lﬂi{&'ely ofbigchang

i:ockea
stand a dowumﬁnn entdl Grain,
one of the fiation’s .higpest closely, held
compan&es. owns §1% of Preminm Stay.
Farms Inc., which has no plans to cut
!tsbreémngheqdafm 000 saws,

$ pices re-
ar K
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l.ong-term marketing contracts wﬂh packers... ?

A journey through the downside
By Neil E. Hart* and John D. Lawrence**

N © one likes risk, es y price risk. This pmducer is assumed to have sold 100 hogs a week

Fluctuations in hve hng p ces and feed costs in or 5,200 per year and Figure 2 shows the balance in the
recent years have led to innovative arrangements reserve account. The producer receives lower prices
involving risk sharing, Ideally, a producer would like than other producers during times of high prices, and
to off-load the downside risk while retaining the higher prices than others when cash prices are low.
upside, Packers would prefer the opposite. : - Over the long run, the producer receives the same aver-
age prices as everyone else, plus or minus mterest, if

; ' any, on he reserve account.
Packer contracts L

A recent study estimates that 57 percent of 1997 Figure 1 :
US. arke it " . Cash and Contract.
term mar’ agreement between the producer z
and packer. m‘l‘gm figure is expected to rlge to Prices for HﬂgS
nearly two-thirds of the 1998 market hog produc- \ V R
tion. While the majority of these agreements are
simple formulas tied to the cash market price, a
small portion involve risk sharing or cash flow
+ assistance from the packer to the producer. The

exact provision in the contract differs across pack-
ers and even across contracts from the same
packer depending on when the contract was

- signed as the nature and terms of these contracts

- have evolved over time.

'Ihere has been particular interest in "mat-plus"
n establi inimum floor price
the producer receives for hags The floor is|
on corn and WYbean meal prices plus other cmt of WS A7 Al Swdl G035 N2 020 o 11 Tobtd Mortd Aedl Had lnb wiTT B
Pmdmon ﬂnd is dESJ@nEd to hﬂlp thE Pmducer s WOOPAT MY M7 4T T 7 1S3 IR CMIR 1988 1u0R 1
cash flow but the producer is not necessarily guar- ™ W TTI————
anteed a profit. There are several variationson

B Tl 7 Estimated Reserve Account
ducers the difference batween the market price ~

and floor price when prices are low and the pro- . | Sﬁniﬂg 1 ﬂ(} Hngs[Wegk |
ducer - pays back the loan when the open market . - e
price is high. The contract may also require that

the ucer pay into an account that the packer

holds when prices are high to build a reserve for

the next downturn in the market.

510,000

Figure 1 shows the price paid under one hypothet-
ical contract similar to those offered producers last SRR
winter simulated over 52 weeks from July 1,1997

to June 30, 1998. The cash price is the weekly | 530,000
average price for lowa-Southern Minnesota bar-
rows and gilts reported by the USDA. The
contract requires that the producer pay in a por-
tion of the revenue at higher pnces, the producer )
is paid the floor price at low prices. If the reserve -§50,000 _ ) _
account is used up, the producer is loaned the dif- Yoy A Al S d] OLB Nt k) de ki BB M Mt dndl Mud Med IR
ference between the cash price and the floor price.

-S40,000

continues on next page
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Long-term marketing contracts with packers...continued

Most of these contracts are 4 - 10 years in length. The
traditional hog cycle has given us highs and lows that

- are expected to cause fluctuation in the balance in the
reserve account. However, there is concern that an
‘extended down turn in hog prices could result in large
sustained negative balances in the reserve account.
Although the contracts typically stipulate that the con-
tract must continue until the account balance is zero or
for some predetermined period of time, there are ques-
tions about the negative balance. Some of these
questions include: what is the packer’s position relative
to the producer’s lender, how is the reserve account
balance handled on the producer’s balance sheet, what
if the packer or producer declares banknupticy, termi-
nates business, orissold. . S

Some contracts place limits on the size of the negative
- balance. One sets the maximum negative balance at
$250,000. Others don't impose such a limit.

At the end of the contract term, the program expires.
Positive balances are usually paid to the producer with-
out interest. Negative balances are to be paid by the
producer in cash, usually without interest, and usually
within 30 days. Some contracts provide for continua-
~tion of the marketing contract beyond its stated term to
- work off negative balances.

~ The problem

estions are being raised about the consequences of
large-and growing-negative balances. What's the posi-
tion of the packer as a creditor? What does this mean

~ to the producer’s lenders? s a negative balance a cur-
rent liability? Or should it be viewed as an ‘
intermediate term liability? What if the negative bal-
ance exceeds the producer’s net worth?

The packer’s positlon, Some of the contracts-bist not
all-specify that the producer is to execute and deliver to
the packer upon request security agreements and
financing statements under the Uniform Commercial
Code. The security agreement contains the details of
the amount owed-and identifies the collateral to back it
up. The financing statement is filed publicly-usually at
the state level-to put everyone on notice this may be a
eredit obligation against the collateral.

But few contracts say those documents are to be pre-
pared-and filed. .If the packer files a financing
statement and has obtained adequate documentation
for the obligation, the packer would have a security
interest in the property described as collateral. But

6  IPP/September 1998

that security interest-which is similar in effect to a
lien-would be subject to perfected security interests
already in place held by the producer’s regular
lenders. That could involve a perfected security inter-
est or purchase money security interest in the pigs’
involved, for example. That means when push comes
to shove, and someone moves t6 grab the collateral,
the packer would fall in behind the producer’s other
creditors with a prior perfected security interest. Of
course, if the producer had no creditors-or no credi-
tors with perfected security interests-the packer could
be in a first position. '

~ If the packer did not file a financing statement under

the UCC, or a security agreement as a financing state-
ment, the packer is an unsecured creditor. That would be
the case whether or not the producer had other credi-
tors. -

Yhe producer’s position. What if the ledger account
shows a positive balance and the packer files for bank-
ruptcy? It would appear that the producer would be
viewed as an unsecured creditor unless the producer
had made a UCC filing.

If the regular lender has a security interest in the feed
(or in the crop used as feed) which is fed to pigs and
the packer has a security interest in the pigs, the courts
have generally favored the holder of the security inter-
est in the animals. ~

Packers and Stockyards Aet. Since 1921, purchases of
livestock have been governed by the Packers and
Stockyards Act passed that year. It has been well estab-
lished for many years that “unfair” and “deceptive”
practices are a violation of P&SA. Many cases have
involved failure to make payment. Early cases often
steinmed from insufficient funds checks or refusal to

»  honor drafts drawn for the purchase price of livestock.

Since 1976, prompt next day payment has been assured
unless waived by the producer.

The long-term contracts discussed here seem to

“involve payment-even though in some cases payment

may be a credit against prior negative balances. The
more difficult question is whether this type of
arrangement, which guarantees a price, violates the
Packers and Stockyards Act by restricting access to
packers. That would be a particular concern only if
larger producers have contracts. Also, the question
has not been litigated as to whether these contracts
could be construed, in some instances, as credit sales
under the prompt next-day payment provision of
P&SA or as a loan to the packer.

continuas on next page
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Long-term marketing contracts with packers...continued

Is it a current lability?

From a lender’s perspective-and the lender’s regula-
tor’s perspective-is it a current liability or an
intermediate term liability? If it's a current liability, it
could cause loan classification problems.

Because the liability arose out of the sale of current
assets, it's likely to be treated as a current liability
unless it's secured by other than current assets, Asa
result a producer may have sufficient working capital
due to the contract, but a poor current ratio. This
could be upsetting to bank examiners. ‘ *

Limit on negative positions

Many of the contracts do not place a limit on negative
balances and do not contain a procedure for early ter-
mination of the contract if balances balloon to levels
exceeding the producet’s net worth, Clearly, the con-
tracts were not drafted with the thought that negative
balances would pose a setious financial problem for
the parties,

Some contracts call for negative balances to be paid to
the packer within 30 days after termination of the con-
tract, as noted. That will be difficult for some
producers and next to impossible for a few.

In conclusion

The contracts were designed as a risk management tuol

. and a way to even out cash flow. In normal circum-

stances, the contracts work well as price fluctuates
around the price floor with the price floor close to the

‘long-term avetage price. However, continued low

prices cause negative ledger balances to increase. In
those instances, it's a time bomb with the potential for
causing some financial - and legal — turmoil. 0Q

 Cliarles E. Curtis Distinguished Professor in Agriculture
and Professor of Econtomics, lown State University.

** Associnte Professor of Economics, Iowa State University.

M
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Profit From Farrow-to-Finish Pork Operations

Source: Iowa State University
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COST OF FINISHING MARKL

FROM 30 LES, TO 250 LBS.,

IANUARY (998

FPiGs

AVERAGE COSTS OF PRODUCING
S LB FEEDER PIGS
(JANUARY 199%)

(per head) i
gmle $24.96 Com s $ 6391
upplement 26.18 Supplement 67.80
Non-feed costs Non-fed oo
(including 18DOL) v.uvresrserencerserses 26.33 : ;
TrRNSPOTAHON...uvserscsscssrsissssas - (including Iaber).. 4994
TOB.[ ﬁnishmg COBtBummnunniinie .m$79.21 Tom COost pﬁr lluer ................................... $381.6S
Cost per WL, Produced.vmmrmnen $39.61 C08t PEr 501D, PiRucrurrssrvsssmsssssne $ 4543
Note: Many producers have Mmdwtﬂmm Inbor, capital Note: Many producers have different costy dlpﬂuﬂnluihw.aﬁullnd
wnd munagemant, | management. E
Source: Towa State University

Souree: Iowa State University

3228 3(1)"1457’ 79
M5 90 f{g.gs
3610 4094 4623
3605 4063 460
609 4055 $.17
4o BN 54
4034 4484 5012

aSuss
SEBE&

oy

S5k

l’:@ P@W SFAVG'G

AVERAGE
( (¥owr) | (5/om)
4 12.89 48.65 297
4.85 11.3 4461 241
35,80 18.62 51.00 1.83
29.91 17.07 51,77 1.45
293 9.89 43.83 2.19
R.61 4.63 44.80 234
3414 B. 55.44 231
8.74 (l7.49 49,53 228
5,62 (12.70) 43.11 2.2
0, (s 476 | 201
(12.55) (28.60) 3963 230
531 (.71 B33 | 25
17.95 6.32 53.86

4.03 52.99 242

SEIOBELENE

[ o |
0T O

1991

1992 1993 1994 1995

1990
Loin Chops W M w W
Shiced Bacon 214 188 1M a3
Ham, rump or shank

half, bone-in, smoked | 168 159 160 185

{Cents Per Pound of Retail Weight)

3 35 24 32 329 341 M8
22 192 193 199 217 247 268

168 140 159 164 158 187 194

Pork Retail Value
Pork Farm Value

(1982-84=100)

Beef, Choice Grade 2384 2503 2657 2810

1884 1834 1820 2126

Pork Wholegale Value | 113.0 1010 992 1183
Wholesale-Refail Spread | 754 824 837 94.3

Farm-Wholesale Spread | 303 324 288 311

2883 2846 2934 2820 2R4.3 2802 2785
2119 1980 1976 199%3 1948 2209 23L5

988 1172 1102

Consumer Price Index | 1137 1183 1240 1307

827 694 704 872 TS €18 725 630 667 846  8LI
1030 %1 948 991 960 1037 1213
34 31103 270 1 96 360
1362

1403 1445 1482 1524 1569 1605

Bource: UZDA and Bureau of Labor Statistios

22
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What is NPPC Doing
About the Market?

[ back to menu page 1

An Open Letter to Pork Producers from the
Board of Directors of the
National Pork Producers Council (NPPC)

Dear Pork Producer:

The current market for live hogs is a disaster. We recognize the crisis resulting from the current market, and are trying to do
everything in our power to remedy the situation,

In this letter, we will attempt to answer the three key questions that every pork producer is asking: 1) Why are live hog prices so low
when retail prices for pork remain high?; 2) What is doing about this economic crigis?; and 3) What can you as an individual
pork producer do?
1) Why are prices so low when retail prices for pork remain high?
The present critical situation is primarily supply driven. It is not that we are producing too much pork - domestic consumer demand
and exports are actually up significantly compared to 1997. However, we are producing too many hogs for the existing slanghter
capacity in the industry. Simply stated, live hog production has gotten g0 close to slaughter plant capacity and producers have lost
bargaining power. Federally inspected slaughter has exceeded more than 2.0 million hogs per week for saven of the last eight weeka,
In fact, last week (November 8) was the largest federally inspected hog slaughter in history. Current industry slaughter capacity is
estimated at 385,000 head per day. The present slaughter crisis has been further complicated by the loss of approximately 35,000
head of daily slavghter capacity in the last 18 months as a result of the closure of three packing plants (IBP - Council Bluffs, IA;
gfkgem Pork - Hurcén, SD; and Thorn Apple Valley - Detroit, Michigan) along with the permanent loss of one shift at Smithfield -
aden County, NC.

While the nt price emergency is primatily supply driven, current margins in the pork chain are troubling. The average retail price
in September was $2.31/1b. retail weight. According to USDA's Economic Research Service, producers received a record low 21%
of the retail (consumer) price of pork in September. The followlng table reflects the September, 1998 shares for producers, packers,
and retailers, and the average split for 1986 - 1998. e ' o :

Sector September '98 Share % "Normal" Share 86-98
Producer 21 37
Packer 19 16
Retailers 60 47

It is important to note that while some retailers are not featuring pork, more than 23,000 grocery stores (20 major chains) are
aggressively featuring pork and dramatically narrowing margins as part of the Pork. The Other White Sals campaign to enhance the
movement of pork. Although it is not reflected in today's farm level prices, retail demand for pork is up 7.1 percent versus last year,
By comparison no other meat protein (Beef - 0.7%, chicken - 1.5%, turkey - 0.6%) has a positive retail change increase this year.

2) What is NPPC doing to address this economic disaster?

PC is aggressively working on the slavghter capacity issue and encouraging packers and retailers to significantly narrow margins
to more reasonable levels, Regarding slanghter capacity, NPPC is communicating with every packer in the United States asking
them to increase slaughter capacity through increased chain speeds, overtime/second shifts, Saturday and/or Sunday kills, We need to
achieve the ability to slaughter 2.2 million head per week in the near term. The loss of slanghter capacity during the last 18 months is
now haunting us. Regarding margins, NPPC is requesting that ezﬁgs}mk packer and processor and retailer participate in a major
"Couponing Initiative" on loins and hams. We are agking that pa processors and retailers cover the redsmption cost of the
cglupon for this effort. This substantial couponing initiative will effectively reduces eurrent price spreads and offer consumers a batter
v uei

In addition, NPPC has a large number of checkoff funded W in place that are designed to increase the domestic and
international demand for pork. Should you want additional information on any of these efforts please contact NPPC at
1-800/456-7675 or your website at www.nppc.org.

Finally, it is important to note the significant success pork producers ate having on demand in 1998. For instance;

® Ag stated earlier, retail demand is up 7.1 percent in 1998. No other meat protein has had a positive demand at the retail level
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this year, This has been aided by checkoff funded efforts like The Other White Meat Sale, and the introduction of many new
products including the McGrilled Pork Sandwich at McDonald's.

@ U.S. pork exports are up 32 percent in volume compared t0 a year sarlier despite serious challenges resulting from the Asian
currency crisis and the devaluation of the Russian ruble. Further, U8, porkeexports have exceeded the previous year's
performance for 15 consacutive months. The recent announcement of 50,000 metric tons of pork to Russia in humanitarian
aid is a diract result of requasts by pork producers across the nation. This single deal is equivalent to 8.8 percent of projected
total T.8. pork exports for 1998,

® Per capita consumption of pork is s{)romtad to increase by five pounds per person (CWE) in 1998.

® Despite an 11 percent increase in slaughter, pork stocks in cold storage through September have actually been reduced.

We fully recognize that these successes do not mean much to pork producers when hogs are under $20/CWT. Tt is very important
that, in addition to resolving the present slaughter capacity bottleneck, we enhance demand and sell pork profitably.

3) What can individual pork producers do?
While we can offer you no silver bullets in your personal struggle for survival during this crisis, we do believe the following can have
a direct and positive effect on the current crisis facing every pork producer.

These actions inclnde:

# Contact your local retaller and encourage them to regularly feature pork. Sample draft letters and
addresses will be available at the NPPC website (ww rg).

# If your retaller is part of a retall chain, please contact the corporate office (NPPC has addresses) and
re?‘uest them to regularly feature pork,

» Ask retailers to participate in the NPPC "Couponing Initiative"

# Contact your packer and encourage them to participate In the NPPC "Couponing Initlative".

® Market hogs as light as possible and still capture premiums in your respective packers' buying grid.

# Participate in grilling or in-store promotions to encourage consumers to purchase pork.

# Think agmulthdonating a hog to charity or marketing pork directly to your nelghbors through a local
locker facility.

® This is an opportunity to send letters to your local newspaper editor stressing the value of pork.

In closing, we fully understand that the current hog market is a disaster for all pork producers. Be assured that NPPC is doing
everything in our power to addreas and ultimately resolve this economic crisis. If you have comments, questions, or additional
ideas please feel free to contact any of the members of the NPPC Board of Directors. Together, we will solve this crisis!

Sincerely,

NFPC Board of Directors :

Donna Reifschneider ‘ 618/233-3431
President, Illinois

John McNuit 319/643-2373
President Blect, Iowa

Craig Jarolimek 701/248-3445
Vice Pragident, North Dakota :

Jill Appell, Tllinois 309/484-2611
Jerry Becker, Iowa 319/875-8656
Batbara Campbell Determan, Towa712/273-5399
Lynn Green, Minnesota 507/249-3470
Roy Henry, Kansas 785/388-2415
Don Herzog, Montana 406/663-2112
Charlie Lemmon, Indiana 219/636-3259
Tom Pitstick, Ohio 937/879-0154
Dave Roper, Idaho 208/423-4541
Jim Stocker, North Carolina 910/296-0191
Max Waldo, Nebraska 402/683-3525
Randy Buller, Minnesota 612/454-2772
Gary Machan, Nebraska 402/241-3106
Darrell Anderson, Indiana 765/463-3593
Jerry King, Illinois . 309/879-2261

[ backtotop ]
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\ INDUSTRY STRUCTURE & LOCATION (Cont’d)

NUMBER OF PIG OPERATIONS BY INVENTORY SIZE GROUPS
SELECTED STATES AND UNITED STATES*

STATE| 1-99HEAD

1(1;0 - 499 HEAD

500 - 999 HEAD

1,000 - 1,999 HEAD

'2,00‘05 4,999 HEAD

5,000+ HEAD

1996 1997 996 1997 1996 1997 1996 1997 1996 1997 1996 1997

AR 2,100 1,900 230 240 60 © 60 100 90 70 70 40 . 40
GA 2,700 2,100 500 450 160 120 80 60 30 40 30 30
IL 2,900 2,600 3,300 2,600 1,300 1,200 830 660 370 340 100 100
IN 3,700 2,900 2,400 2,400 1,000 800 500 500 300 300 100 100
1A 4,600 4,500 8,900 6,800 4,300 3,500 2,300 2,000 700 980 200 220
KS 2,400 2,300 1,200 750 310 - 360 90 90 70 70 30 30
KY 1,800 950 400 270 180 170 70 60 35 35 15 15
MI 3,200 2,800 750 820 170 180 150 150 100 120 30 30
MN ] 5,000 4,900 3,300 3,100 1,400 1,400 800 850 350 400 150 150
MO | 3,600 2,600 2,300 1,900 670 530 260 260 130 160 40 50
NE 2,600 - 2,300 3,500 2,900 1,100 1,100 550 470 200 170 50 60
NC 4,000 3,700 310 280 | 190 180 350 340 700 820 450 430
OH 7,000 - 6,500 2,200 1,700 490 490 200 200 920 90 20 20
OK 3,200 2,600 80 50 20 40 10 20 80 80 10 10
PA 3,800 3,400 800 600 220 200 180 160 80 115 20 25
SD 1,200 950 1,600 1,200 450 400 150 150 60 60 40 40
Wil 3,300 3,100 1,000 930 220 210 130 110 40 40 10 10
Other -

States™ 37,700 34,800 3,500 3,000 780 730 450 420 115 130 105 110
US  ]94,800 84,900 36,270 29,990 13,020 11,670 7,200 6,590 3,520 4,020 ]1,440 1,520

* An operation is any place having one or more hogs and pigs on hand any time during the year.
** Individual State estimates not available for the 33 other states.

NUMBER OF PIG
OPERATIONS BY |
INVENTORY SIZE

Source: USDA Hogs and .
Pigs Report, December of
each year :

Notes:
1) Categories for 500 head

or more are cumulative (i.e.

the 500+ column includes
the 1000+ column which
includes the 2000+)

" 2) An operation is any
place having one-or more
hogs and pigs on hand any
time during the year.

Thousand Operations
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Wisconsin @
— ———
Hogs No. Operations having as inventory, hd
Year  produced, hd 1-99 100-499 500-959 1000-1999 2000+ Total
1992 2,125,000 5,700 2,300 440 110 50 - 8,600
1993 2,166,000 5,500 2,300 430 120 50 8,400
1994 2,008,000 5,000 2,000 420 130 50 7,600
1995 1,663,000 4,200 1,500 310 140 50 6,200
1996 1,459,000 3,300 1,000 220 130 50 4,700
1997 1,526,000 3,100 930 210 110 50 4,400

Percent of inventor_'_y by operation size

— e

__ Year 1-909  100-499  $00-999 1000-1999 2000+ Total
1992 10 38 25 13 14 100
1993 10 38 23 14 15 100
1994 10 34 24 16 16 100
1995 10 3 21 19 19 100
1996 9 28 18 21 24 100

_ 1997 10 710 19 25 | 100

Diﬂ_aﬁcms having 2000+ animals on inventory s 8 gcent of total opers tion number

Pacent of operations Percent of production
Year 500+ 1000+ 2000+ 500+ 1000+ 2000+
1992 698 1.86 0.58 82 27 14
1993 7.14 2.02 0.60 52 29 15
1994 7.89 2.37 066 56 32 16
1995 8.06 3.06 0.81 59 38 19
1996 851 383 1.06 63 45 24
1997 8.41 3.64 1.14 63 44 24

).d;p_u,,gu i MMAW@W&%M /dm‘;-«ﬁﬁi
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\ SLAUGHTER & PRODUCTION

EIVESTOOK SLAUGHTER AND MEAT PRODUCTION

MEAT PRODUCTION
YEAR | CATTLE | CALVES | SHEEP& | HOGS BEEF | VEAL |LAMB& | PORK | TOTAL
© | LAMBS MUTTO
(Thousand Head) (Million Pounds)

1925 | 14,704 9936 15430 65,508 6,878 D&Y 603 8128 16,598
1930 | 12,056 7,761 21,125 67,272 5817 792 825 8,482 16,016
1938 | 14,805 9,632 22,000 46,011 6,608 1,023 877 5919 14,427
1940.| 14,958 9,080 21,571 77610 7,175 981 876 10,044 19,076
1945 | 21,694 13,657 24,639 71,891 | 10276 1664 1054 10,697 23,691
1950 | 18,614 10,501 13244 79,263 9,534 1,230 597 10,714 22,075
1955 | 26,587 12,864 16,553 81051} 13,569 1,578 758 10,990 26,895
1960 | 26,029 8,615 16240 84,150 14,753 1,109 768 11,607 28,237
1961 | 26471 8,080 17,537 81970 15327 1044 832 11,408 28,611
1962 | 26511 7,857 17,168 83,424 | 15324 ,015 808 11,827 28974
1963 1 28,070 7204 16,147 87,117 16 456 770 12427 30 582
1964 | 31,678 7632 14,895 86284 | 18 456 1, 013 715 12,513 32,697
1965 | 33,171 7,788 13,300 76,458 18,727 1,020 651 11,141 31,539
1966 | 34,173 6,863 13,004 75382 19,726 910 650 11,339 32.625
1967 | 34,297 6110 13,035 83420} 20219 792 646 12,581 34,238
1968 | 35418 5616 12,120 86417] 20,880 734 602 13,064 35,280
1969 | 35,573 5011 1G, 923 84968 1 21,148 637 550 12,955 35,326
1970 | 35,356 4203 10,801 87,052 21,652 588 551 13426 36,217
1971 1 35,905 3,825 10965 95,648 | 21,868 546 555 14,783 37,752
1972 | 36,134 3,201 10,525 85,865 22,38l 458 543 13,617 36,999
1973 | M,102 2404 9,799 77,800 | 21,377 357 514 12,751 34,899
1974 | 37,353 3,175 9064 B3 083; 23,138 486 465 13,805 37,894
1975 | 41,464 5406 8,047 60,880 | 23,976 873 410 . 11,503 36,762
1976 | 43,199 5527 6911 74,959 | 25,969 853 a7t 12415 39,608
1977 | 42,381 5692 6,555 78442 25279 834 351 13247 39711
1978 | 39970 4302 5343 78417 24,242 632 309 13,393 38,576
1979 | 34,005 2927 5,189 90,1791 21446 434 2093 15450 37,623
1980 | 34,116 2679 5742 97,174 21,644 400 318 16,615 38,977
1981 | 35,265 2,886 6,197 92475 | 22,389 436 338 15875 39,038
1982 | 36,158 3,106 6,643 82,844 | 22,536 448 365 14,229 37,578
1983 | 36,974 3,162 6,792 81422 23241 454 376 15202 39272
1984 | 37,892 3,367 6900 85,6411 23,596 495 380 14,812 39,283
1985 | 36,593 3,455 6300 84,938 23,728 514 357 14,805 39,404
1986 | 37,568 3478 5762 79956 | 24,371 524 337 14,063 39,296
1987 | 35,890 2902 5312 83136| 23,566 429 316 14,374 38682
1988 | 35,324 2,565 5392 814221 23,590 335 335 15,684 40,004
1989 | 34,106 2,223 5,559 89,006 | 23,088 355 348 15811 39,602
1990 | 33439 1,838 5750 85431 22,743 327 362 15353 38,785
1991 | 32,885 1,484 5813 88445 22,917 306 362 16,000 39, 584
1992 | 33,069 1,420 5,585 95157 23,086 311 349 17,233 40979
1993 | 33,504 1,242 5259 93,296 | 23,000 286 337 17,100 40,723
1994 1 34,376 1315 5014 95505 | 24,396 293 310 17,697 42,696
1995 | 35817 1,477 4631 96,517 25,222 319 287 17,849 43,677
1996 | 36,583 1,768 4,184 92,394 25421 368 265 17,084 43,138
1997 36,351 1,574 3911 01966 | 25401 323 257 17,245 43,266

\ Preliminary o

Souree: UEDA
x’?——
ﬁr 19

/9?3 /4696”/”’/;!# belieced Jo 1eech 1o million hd,




SENT BY:U of WI MADISON 112= 1-88 112:15AM 6082625157~ Wi_Legislaturei®1s

Million hd

£ g » i & th
= = = = = i
e B ' -
2| ~
a &
=
2
“m"ﬂ'm-.,,m .
2| D =
= >
g
=
[y
e E [ ,::::?'.éznn —~ ?—4
e o
= ==
o
ol N
&t ,g -
By
-
2.
gl =
e ™
g =
: S
§ el =
g #
2
g
- gl
§ b~




SENT BY+U of WI MADISON 112= 1-98 312:15AN 6082625157~ WI_Legislature #17

@

, What is NPPC Doing
About the Market?

[ back to meny page |

A Letter to President Clinton
from NPPC President Donna Reifschneider,
Smithton, Ill., pork producer

November 20, 1998

The President
The White House
Washington DC 20500

Dear Mr. President:

The nation’s pork producers are expetiencing an economic disaster. Unlike the prosperity enjoyed by other segments of the U.S,
economy, pork producers and their familias are ¢lose to financial ruin, Unfortunately, most pork producers are not eligible for
financial assistance included in H.R. 4328, the Omnibus Consolidated and Emergency Supplement Appropriations for FY 1999,
Therefore, on behalf of U.S. pork producets, I am writing to ask for your direct and immediate action to prevent the financial
destruction of pork producers and their families,

Prices being paid for live market hogs have plunged below $20 per hundredweight for the first time since 1971, and are the lowest
real (deflated) prices in U.S. history. Most pork producers are cmrenﬂillnsing 550 to $75 per hog sold. These losses are of such
historic proportions that if this dangerous situation is not reversed quickly, it will result in the failure of tens of thonsands of pork
producers and a massive restructuring of pork production in the United States. We believe the economic crisis facing America’s pork
producers must be viewed as a national emergency, warranting immediate intervention by the U.S, government,

1t is very difficult to accurately document the cumulative sconomic losses individual pork producers, related industries, and rural

communities are experiencing, but it is significant and i growing daily. USDA has estimated that pork t%emducm are receiving

approximately $144 million less per week on average than they did during the past five years. Clearly, these losses are creating a
vastating equity, liquidity and cash flow crisis among pork producers. ' N , '

Given the unprecedented economic crisis facing pork producers, we would strongly urge you to consider the following initiatives:

1. Economic Crisis Task Force - We believe that it is imparative that a pork industry economic crisis task force be created to
pool the resources, knowledge and expertiss of the various agencies of the federal government to address this crisis. Given
the ecmiiglmic devasration that potk producets are currently facing, we urge you to convene this emergency task force as soon
as possible, .

2. Increase Slaughter Capacity - The U.S. pork industry has lost 37,000 head of daily slanghter capacity since June of 1997.
This, combined with record slaughter (up 10% over 1997) has created a massive bottleneck for our industry. As a result, 8
portion of the crisis facing pork producers is supply-driven. Simply stated, we are in critical need of additional slanghter
capacity to effectively process the current supply, At the same time, we must avoid disruptions to current slaughter capacity.
The following are suggestions to help alleviate this situation:

1. 'We must remove the 144,000 head per week production cap on the Carolina Food Processors plant in Tar Heel,
North Carolina, This facility is the largest slaughter plant in world, with a capacity of 32,000 head per day.
However, the existing production cap limits slaughter to 24,000 head per day. We are requesting that the 1.8,
Environmental Protection agency (EPA) inform the State of North Carolina that the National Pollutant Discharge
Elimination System (NFDES) permits issued under the Federal Clean Water Act do not require “plant capacity
limitations.” The removal of this arbitrary production cap would have an immediate and positive impact.

2. Postpone the Immigration and Naturalization Service’s (INS) Operation Vanguard - The pork packing industry is
facing a massive shortage of labor, As a result, manﬁork packers are virtually unable to hire and maintain an
adequate labor force to aperate at full cﬁty. We fully su the hiring of only legal workers, however at this
time our industry cannot withstand any disruption such as this investigation would canse in the labor pool at packing
plants, The INS should be directed to postpone Operation Vanguard, which seeka to document legal alien workers in
the pork packing and processing sector. The tpark packing sector has pledged to work with INS to address this issue
on a responsible and timely basis. The loss of any pork packing plant employees during the current crisis would

simpg exacerbate the existing problem.

3. The U.S. - Canada border is open to imports of Canadian hogs for slaughter. We believe it should stay that way.
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However, a record number of Canadian hogs are being exported to the U.S. for slaughter, thereby worsening the
slaughter capacity bottleneck. This surge of imports is occurring despite excess slaughter capacity in Canada. We
would urge your Administration to request the government of Canada to work with its rk-sector in an expeditious
manner to reverse this trend while opening the Canadian market to 1.5, live hogs for slaughter,

4. We would urge your Administration to use all existing programs and authorities to the fullsst extent possible o
purchase pork and pork products. While the domestic and international demand for pork has been very good, we
believe it is imperative to work aggressively to avoid building excessive stocks, Specific suggastions include, but ara
not limited to, supplemental purchases of pork and pork products for the: 1) brealfast and school lusich (Section 32
entiflement) program; 2) the Emergency Food Assistance Program (TEFAP); 3) purchases under the P.L.480 (Food
for Peace) and P.L.416 (Food for Progress) programs; 4) additional or emergency humanitarian assistance initiatives
to countries such as Honduras, Nicaragua or Russia, and; 5) utilize the authority in the CCC charter to move
significant volumes of pork to address specific food neads. Finally, we encourage USDA to evaluate a program for
the export of live breading animals. Whils such an effort would have limited impact on these massive suppliss, it
would provide some ontstanding genetics to be made available to pork producers in targeted countries.

3. Credit Forbearance - Most pork producers will face an equity or cash flow crisis that warrants forbsarance by their financial
lenders. All fedaral banking and financial institutions should be contacted and wged t work individually with pork
producers during this economic crisis.

4. Emergency or Disaster Loan Guarantee Program - Many pork producers have inquired about the availability of a USDA
emergency or disaster guaranteed loan program, Should a program be available to pork producers during these trying times,
we are certain many pork producers would qualify. : :

Mr. President, you understand agriculturs ag well as anyone in the United States, America’s pork producers are facing a crisis that
necessitates your attention and immediats intervention of the U.S. government. Time is of the essence. We beliave that failure to act
immediately and decisively will result in thousands of hard working pork producers being forced off the farm. We communicated a
similar message to Deputy Secretary of Agriculturs Richard Rominger earlicr this week. The National Pork Producers Couneil is
committed to working with yon and your Administration to resolve this economic crisis facing America’s pork producers.

Should you need additional information or wish to mest personally about this please contact me at our family farm in Smithton,
Tlinois at (618) 233-3431 or Alan Tank, at our offics in Des Moines, Iowa at (515) 223-2600.

We ask you to give our emergency requast for action your prompt consideration.
Sincerely,

Donna Reifschneider

President :

National Pork Producers Council

c: The Honorable Dan Glickman
The Honorable Richard Rominger

------------
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Swine Economics Report
Ron Plain
November 20, 1998 :
Available at: http://www.ext.missouri.edw/agebb/mgt/bullet1.b

It is a remarkable thing to say with hog prices at their lowest level in 27 years, but the demand for
pork has been very strong this year. During the first three quarters of the year, the average American
consumed 7.6% more pork than during the same period of 1997, The average price at retail was
$2.303 per pound. That is only 0.6% less than during January-September of 1997, A 7% increase in
consumption with less than a 1% cut in price is remarkable. This is the best year-to-year increase in
domestic pork demand since 1979. ‘ '

Through September, U.S. pork exports are up 28.14% compared to the same period in 1997

If pork demand is so strong, then why are hog prices so low? The answer is because consumers
want to buy pork not hogs. Someone has to slaughter the hogs and process the pork. Right now we
have more hogs ready to market than the packers can handle. Weekly hog slaughter has been over 2
million head for each of the last 8 weeks. During this span, a new weekly hog slaughter record
slaughter has been set three times, including this week's 2,173 million head,

The strong demand for pork means that retailers are not having much difficulty moving the record
tonnage that is being produced. The shortage of slaughter capacity means that hog prices won't
improve significantly until the hog runs are reduced. That could happen fairly soon because of the
seasonality of hog slaughter, For the last 7 years, daily hog runs averaged 3.14% higher in
November than December and 2.43% higher in December than in January. Unfortunately, there is no
guarantee that this winter will follow past patterns. On a daily basis, hog slaughter this past January
was higher than either of the two preceding months, If this winter's daily hog runs follow the pattern
of last winter, prices could remain at current levels for another 2 months.




MD LS230
Madison, Wisconsin, Wednesday, Dec. 16, 1998 USDA-WDATCP Market News

Wisconsin direct hog market
Barrows and gilts were steady compared to Tuesday.
Demand: Very light

Us 1-2 230-260 1lbs 8.50-11.00 at country points
Us 1-3 260-270 1bs 8.00-10.50
Us 1-3 - 270-280 1lbs 7.50-10.00

NOTE: Base carcass price reported at country points: 11.50-14.85.
Prices reflect a 49-51 percent carcass base lean.
Equivalent country live price based on 74 percent dress.
Based on individual packer buying programs.

No premium or discounts included.

Sows : Steady

Us 2-3 500 lbs up 6.00- 9.00
Us 1-3 300-500 1lbs 3.00- 6.00
Receipts:

Tuesdays actual 2,400
Wednesdays estimate 2,700
Last Wednesdays actual 2,600
Week to date estimate 7,800
Same period last week 9,500

Source: Wisc. Dept. of AG-USDA Market News, Madison, WI
Phone 608/224-5097 Rick Tanger

09:25 rht
--0--




We_LST10

Washington, O.C. Fri Dec li. 1998 UsSDA Market News

- Estimated Dailv Livestock Slaughter under Federal Inspection

:; CaTTLE CALVES HOGS SHEEP

 Friday 12/11/98 (est) 125,000 5,000 386,000 14,000
Week ago (est) 126,000 5,000 388,000 15,000
Year ago (act) 133,000 7,000 382,000 15,000
Week to date (est) &27 , 000 28,000 1,936,000 75,000
Same Period Last Week (est) 627,000 25,000 1,929,000 76,000
Same Period Last Year (act) &19, 000 2,000 1,855,000 80,000
Saturday 12/12/98  (est) 25,000 O 277,000 2,000
Wesk ago (est) 35,000 O 226,000 3,000
Yaar ago (act) 31,000 O 58,000 3,000
HWesk to date (est) &52, 000 28,000 2,213,000 77,000
Same Period Last Week (est) &62 , 000 25,000 2,155,000 79,000
Game Period Last Year* (act) &48 , 000 32,000 1,912,000 82,000
1998 Year to date ‘ 33,371,000 1,365,000 94,121,000 3,480,000
1997 Year to datex 34,069,000 1,458,000 85,625,000 3,585,000
Percent change -2 .0% -& . 4% 9.9% ~2.9%

#1997 totals adiusted to reflect NASS revisions
1998 Totals are subject to revision y
Yearly totals may not add due to rounding.

Previous day estimated Steer and Heifer Cow and Bull
Thursday 28,000 25,000
k¥ Revision on Thursday's Cattle Slaughter ... 123%,000

Source: USDa rMarket News, Washington, D.C.
KRH 202~720~-7316
http://waw.amns.usda.gov/mnes/mn_reports/Wa_LS710.txt



AMS Market News Services
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http://www.ams.usda.gov/marketnews.htm

USDA AMS
Market News

Fruits, Vegetables o Milk and other e Livestock

and Specialty Crops Dairy Products Meats. Grain.
and Hay

Poultry and Eggs e Cotton e Tobacco

National Weekly Pricing Report for American School Food

Service Association and the American Commodity Distribution

Association

AMS provides current, unbiased price and sales information
to assist in the orderly marketing and distribution of farm
commodities. Reports include information on prices,
volume, quality, condition, and other market data on farm
products in specific markets and marketing areas. Reports
cover both domestic and international markets. The data is
disseminated within hours of collection via the Internet and
made available through electronic means, in printed reports,
by telephone recordings and through the news media. To
view details about AMS market news reports, including
dissemination dates and times, as well as descriptions of the
content of individual reports, click here.

Home Search | Contact AMS

12/02/98 11:31:35
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U.S. Department of Agriculture, Agricultural Marketing Service
Livestock and Seed Division
Livestock Detailed Annual Quotations for 1998

Market :

Slaughter Hogs Barrows and Gilts

JAN FEB
34.53 34.35
34.29 33.95

Hogs Barrows and Gilts

JAN FEB
34.47 34.18
34.24 33.79
JAN FEB
34.30 33.90
33.74 33.26

- Slaughter Hogs Sows
JAN FEB

S.1-2

00-400 22.70 23.05
00-500 22.70 23.05

Slaughter Hogs Sows
JAN FEB
25.84 25.81

Wisconsin Direct Hogs

MAR APR MAY
33.70 33.99 41.63
33.47 33.78 41.40

MAR APR MAY
33.59 33.92 41.58
33.35 33.72 41.35

MAR APR MAY
33.38 33.73 41.24
32.84 33.23 40.86

MAR APR MAY
24.00 23.43 24.75
24.00 23.43 24.75

MAR APR MAY
26.41 26.23 27.59

41.58
41.26

41.47
41.14

41.17
40.53

25.06
25.01

26.17

Madison,
JUL AUG
35.74 34.10
35.49 33.88
JUL AUG
35.66  34.01
35.41 33.80
JUL AUG
35,33 33.71
34.87 33.25
JUL AUG
23.37 18.55
23.37 18.55
JUL AUG
24.18 19.45

WI

SEP

28.52

28.05

SEP

28.36

27.88

SEP

28.04

27.37

SEP

14.10

14.10

SEP

16.10

ocT

26.83

26.42

oCT

26.60

26.19

ocT

26.24

25.63

ocT

15.31
15.31

18.02

NOV

16.59

16.25

NOV

16.45

16.11

NOV

16.08

15.49

NOV

11.08

11.08

NOV

14.82

DEC

DEC

DEC

DEC

DEC

AVG

33.00

32.69

AVG

32.88

32.58

AVG

32.59

32.04

AVG

20.57

20.57

AVG

22.83

sc
SD

SG
SH

SK
SL

SW
SX

sY




U.S. DEPARTMENT OF AGRICULTURE, AGRICULTURAL MARKETING SERVICE

LIVESTOCK AND SEED DIVISION

LIVESTOCK DETAILED ANNUAL QUOTATIONS FOR 1397

MARKET: Wisconsin Direct Hogs

Slaughter Hogs Barrows And Gilts

JAN
U.s.1-2
230-250 52.65
250-270 52.24

FEB

50.73

50.31

Slaughter Hogs Barrows And Gilts

JAN
U.s.1-3
230-250 52.44
250-270 52.02

FEB

50.58

50.16

Slaughter Hogs Barrows And Gilts

JAN
U.s.2-3
230-250 51.96
250-270 51.35
Slaughter Hogs Sows

JAN
U.s.1-2
300-400 43.06
400-500 43.06
Slaughter Hogs Sows

JAN

U.s.1-3

500-600 47.18

FEB

50.14

49.54
FEB

43.59

43.59
FEB

47.40

47.56

47.18

47.43

47.05

47.14

46.55

41.26

41.24

45.24

53.44

53.10

APR

53.27

52.89

APR

52.94

52.28

APR

41.09

41.09

APR

44 .95

57.01

56.69

56.85

56.51

56.49

55.90

44 .68

44.68

48.83

56.96

56.60

56.82

56.45

56.61

55.99

42.58

42.58

45.20

Madison,
JUL AUG
58.30 54.66
58.08 54.38

JUL AUG
58.22 54 .55
58.00 54.25
JuL AUG
57.99 54.20
57.39 53.60

JUL AUG
42.59 41.19
42.59 41.19
JUL AUG
44.89 44.18

WI

SEP

49.67

49.33

SEP

49.50

49.18

SEP

49.20

48.68

SEP

37.08

37.08

SEP

40.55

ocT

46.07

45.70

OCT

45.92

45.53

oCcT

45.59

45.04

oCcT

35.43

35.43

ocT

38.20

NOV

44.11

43.81

NOV

44.04

43.74

NOV

43.81

43.24

NOV

32.57

32.57

NOV

35.17

DEC

39.71

39.45

DEC

39.61

39.35

DEC

39.39

38.89

DEC

29.40

29.40

DEC

32.38

AVG

51.02 sC

50.68 SD

AVG

50.88 SG

50.52 SH

AVG

50.57 SK

49.98 SL

AVG

39.63 SW

40.45 SX

AVG

42.94 SY
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